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BARBADOS KEY ECONOMIC INDICATORS 


Money values in millions of US $ except where noted (US $ 1.00 equals 
$2.00 Barbados) 


1983 1984 1985 % Change 
84-85 


Gross Domestic Product (GDP) 
(Current Prices) 

Real Gross Domestic Product 376 389 
(1980 Prices) 

Gross Domestic Product per 3,770 4,105 
capita (1985) 

Gross Domestic Product Per 1,493 1,541 
(1980) 

Personal Consumption 611 713 

Government Consumption 173 195 

Gross Capital Formation 211 187 
As a percent of GDP 


GROSS DOMESTIC PRODUCT BY SECTORS (PERCENT OF TOTAL) 


1985 (Provisional) 


Wholesale and Retail Trade 21.7 
Government Services 15:63 
Finance, Insurance and 13.3 
Business Services 
Manufacturing 1 
Tourism 
Transportation, Storage 
and Communications 
Construction 
Sugar 
Other Agriculture and 
Fishing 
Mining and Quarrying 
Electricity, Gas and Water 
General Services 





Balance of Payments 


Exports 

Percent to U.S. 
Imports 

Percent from U.S. 
Services (Net) 
Transfers (Net) 
Current Balance 
Capital Account 


Financial Statistics 


Money Supply (December ) 
Public Debt 

Domestic 

Foreign 
Rate of Retail Price Increase 
Average Commercial Prime 

Rate (December ) 


Government Accounts 
Current Revenue 

Current Expenditure 
Capital Expenditure 
Tourism 

Tourist Arrivals (000's) 


US Visitors (000's) 
Cruise Ship Visitors (0000's) 


% Change 


84-85 


-11.3 


-8.3 





PART Ae - CURRENT ECONOMIC SITUATION AND TRENDS_- BARBADOS 


GENERAL 


After achieving real growth of three percent in 1984, and 
giving the appearance that it was beginning a steady climb, the 
Barbados economy suffered a setback in 1985, when the economy 
showed only a 0.3 percent growth rate. Because the downturn 
was due to factors that do not seem to be overcome readily, the 
economy could be in for a flat period over the medium term. 
Tourism in 1985 was disappointing after a marked increase in 
1984/85 winter arrivals. The electronics components assemblers 
suffered sharp reverses due to the depression in the U.S. 
electronics market. Unemployment remained high and the 
government had to resort to foreign borrowing to maintain 
adequate levels of foreign reserves. A distinct bright note 
was the continued low level of inflation. 


Since being elected, the new government has introduced new 
fiscal measures, in their words, “to reduce the excessive 
burden of taxation which now inhibits the growth of the 
Barbados economy and undermines the living standards of 
Barbadians." Among the purposes is "to enhance the viability 
of all businesses and create conditions which will conduce to 
sustained economic growth, high levels of employment and a 
stable economic environment." Those measures include reduced 
personal income and corporation tax rates, higher personal 
allowances and lower rates of stamp duty on imports. 


AGRICULTURE 


Favorable weather and fewer cane fires allowed the secondary 
recovery rate for sugar to push up tonnage despite a decline in 
acreage. Food crop production overall fell one percent; 
primarily as a result of a sharp 30 percent decline in fish 
catch (because of poor weather). Vegetable output rose as did 
milk production, but poultry producers cut back 4.5 percent to 
reduce a developing glut. Overall, output of the sector was 
BDS$160.1 million, 13.3 percent more than in 1984. It 
represented 7.2 percent of GDP. Sugar's portion was $70.9 
million, 20 percent more than in 1984, and 3.2 percent of GDP 
and 44.2 percent of the agricultural sector. As in the 
manufacturing sector, costs are the greatest problem for 
Barbados agriculture. In the sugar industry, increases in 
operating costs have forced the government to begin a program 





of subsidies, BDS$20 million in 1985. In non-sugar 


agriculture, as well, high production costs thwart 
diversification and daunt exports. 


TOURISM 


A 2.3 percent decline in arrivals (in Barbados separate 
statistics are kept for long-stay visitors and cruise ship 
passengers) led to a meagre rise in real output for the sector 
of 3.5 percent. Tourist expenditures are estimated to have 
been BDS$618.1 million in 1985 as ccmpared to BDS$568.3 million 
in 1984. The most noticeable aspect of the change taking place 
in the Barbados tourist sector is the shift in origin of 
arrivals. The U.S. and Canada are now by far the leading 
points of origin while the U.K. and Trinidad declines 

continue. In 1985, arrivals from the two North American 
countries rose by 5.4 percent while those from U.K. were off 
16.1 percent and those from Trinidad 24.4 percent. In 
addition, the average length of stay has continued to decline 
and is now 6.7 days as compared with 10.2 days in 1980. Not 
even the appreciation of the pound sterling against the 
Barbados dollar has had a beneficial effect on tourism from 
that country. The devaluation of the Trinidad dollar in 
December came too late to affect arrivals in 1985, but will 
surely have adverse consequences in 1986. The sector continues 
to absorb a significant amount of credit from both the 
commercial banks and the government, even though the total 
number of beds remained at 14,850. The Barbados Board of 
Tourism spent BDS$4 million on promotion, 55 percent in the U.S. 


MANUFACTURING 


In 1985, real manufacturing output fell 9.3 percent after 
rising 1.1 percent in 1984. Because this decline followed 
several years of decline and stagnation, it left the 
manufacturing sector at the lowest level in ten years. The 
electronic assembly operations had been the backbone of the 
manufacturing sector for five years and had allowed exports of 
manufactures to become the largest export earner. The decline 
of the U.S. computer market put an end to all that: electronic 
components demand fell 20 percent in 1985. This brought about 
plant closings and layoffs that have increased in 1986. In 
addition, trade restrictions in the region affected other 
exports, and garments, chemicals and furniture fell 16 percent, 
10 percent and 12 percent, respectively. Unfortunately, the 





developments in the electronics sector have been paralleled in 
the garment sector, where companies have been closing and 
workers have been losing jobs at an alarming rate. The basic 
problem in the manufacturing sector is costs, especially 
wages. Some wage rates in Barbados are three and four times 
higher than in the other Eastern Caribbean countries. In 
addition, Barbados has faced rising trade barriers in other 
countries of the region, particularly Trinidad and Tobago. 


EMPLOYMENT, WAGES AND INFLATION 


The unemployment rate remained high throughout 1985. The 
effects of a government capital spending program were mitigated 
by the plant closings and layoffs in the manufacturing sector. 
At the close of the year the rate ws 18.2 percent, just about 
the 18.3 percent rate at the end of 1984. Compounding the 
problem was an increase of one percent, 1,000 persons, in the 
labor force. The Barbados labor force is composed of 
approximately 60 percent males and 40 percent females. 


The average wage increase for the economy was 5.8 percent 
compared to 11.3 percent in 1984. Some illustrative sector 
increases were: Public Utilities, 11.7 percent; Commerce, 11.2 
percent; Quarrying and Construction, 5.1 percent; Services, 5.0 
percent; Transportation and Communication, 4.7 percent; and 
Manufacturing, 4.0 percent. As noted, in general, average 
wages in Barbados are considerably higher than in other Eastern 
Caribbean countries. 


The average rate of inflation for 1985, 3.9 percent, was the 
lowest since 1967. The fastest monthly rate of increase was 
0.7 percent in July and was caused by rises in bottled gas, 
clothing and footwear. During the year the fastest rate of 
increase for any category was for the index for food. When 
compared with the 1984 index, the percentage increase for this 
group was 4.2 percent, influenced largely by increases in 


prices of tea (3.9 percent) and tinned chocolate drinks (11.1 
percent). 


MONEY, BANKING AND FINANCE 


The total money supply at the end of 1985 was 14.5 percent 
higher than at the end of the previous year. Currency base 
BDS$7.8 million to BDS$140.3 million. As a percentage of 
currency 35.8 percent as compared to 39.2 percent in December, 
1984. Quasi-money (M-1) totaled BDS$860.0, up 3.8 percent. 





Credit to the private sector rose 4.1 percent and to the 
personal sector by 8 percent, but net borrowing by the 
government declined 16.4 percent. The National Insurance 
scheme and the private non-bank sector provided financing of 
BDS$28.3 million and BDS$19.5 million respectively. This was 
offset by government deposits at the Central Bank which were 
sterilized proceeds of foreign borrowings. Central Bank credit 
to the government would have declined further but for the 


BDS$10 million provided to finance the government grant to the 
Sugar industry. 


During 1985, the Central Bank of Barbados' policy was to take 
advantage of falling international interest rates to bring down 
the cost of commercial bank credit to business. In a series of 
measures it reduced the cost of bank borrowing by firms and 
potential homeowners. On February 1, the average rate banks 
were allowed to charge customers was reduced one percent; a 
further one percent reduction on May 15 brought the prescribed 
rate to 10 percent. On the latter date, the minimum savings 
deposit rate was lowered one percent (to four percent) and the 
rate for general discounts was put at 13 percent. 


The government's fiscal position deteriorated during 1985, with 
a contraction in the surplus on current account and an overall 
deficit that rose by 25 percent. Although revenue rose, 
expenditures grew even faster because of considerable increases 
in wages, salaries and transfer payments. Capital expenditures 
increased by 11.6 percent pushing the overall deficit to 
BDS$119.6 or 5.6 percent of gross domestic product. 

Substantial foreign loans were needed to finance the deficit 
(and maintain foreign reserves). These included BDS$36.8 
million debenture placement in Japan and BDS$50 Million in 
London. Service payments on government and 
government-guaranteed debt of BDS$127 million more than offset 
the inflow of project funds. 


BALANCE OF PAYMENTS AND FOREIGN TRADE 


The Barbados balance of payments picture was marked by a 
reduction in merchandize trade, sluggish and invisible 
earnings, high debt service and low private capital inflows. 
Domestic imports fell by 13 percent due mainly to the fall-off 
_in sales of electronic components. Retained imports were down 
9 percent, a three-year low and was caused by lack of demand by 
industry for intermediate goods and a decline in crude 
petroleum imports as domestic production rose. The overall 





surplus in the balance of payments was BDS$93 million and the 
current account showed BDS$42 million on the positive side of 
the ledger. The capital account surplus of BDS$ 88 million was 
mainly foreign borrowings. Exports to the U.S. were down 8.7 
percent and imports fell 18 percent, but the U.S. remained 
Barbados‘ largest trading partner, providing 52 percent of 
imports and taking 74 percent of exports. Overall trade with 
the regional trade grouping, CARICOM, was down 20 percent., 
mostly due to a 50 percent fall in exports to Trinidad. 
Electronic components (BDS$301 million), sugar (BDS$50 million) 
and clothing (BDS$45 million) were the major exports. 

Transport equipment (BDS$387 million), petroleum (BDS$222 
Million) and manufactured goods (BDS$166 million) were the 


principal imports. The balance on invisible trade showed a 
BDS$514 milliion deficit. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Barbados, the most easterly of the Caribbean nations, which has 
long enjoyed a stable government and an educated population, 
seeks economic expansion based on a diversified economy that 
would include agriculture, tourism, light manufacturing and 
offshore financial services. With a per capita gross domestic 


product in excess of us$4000 per year and an adult literacy 
rate of 97 percent, Barbados ranks high among developing 
countries. For these reasons the new government elected in 
May, 1986, hopes to attract more than just industries based on 
cheap unskilled labor. Because Barbados does not wish to 
reduce its standard of living, it is looking for increasingly 
sophisticated industries. 








